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Monetary, Fiscal, and Exchange Measures in Saudi Arabia 


An initial par value for the Saudi Arabian riyal, 
4.50000 riyals per U.S. dollar, has been established by 
agreement between the Government of Saudi Arabia 
and the International Monetary Fund. The parities for 
the riyal in terms of gold and in terms of the U.S. 
dollar of the weight and fineness in effect on July 1, 
1944 are as follows: 0.197482 gram of fine gold per 
riyal; 157.500 riyals per troy ounce of fine gold; 
4.50000 riyals per U.S. dollar; 22.2222 U.S. cents per 
riyal. 

This par value represents a devaluation of about 16.7 
per cent from the previous official rate of SR 3.75 per 
U.S. dollar, and is the same as the rate that was pre- 
vailing in the free market shortly before the par value 
was announced. Only a number of basic consumption 
imports and certain approved invisibles had been 
financed at the official rate; all other transactions were 
financed in the free market at the rates prevailing in 
that market. 

With the introduction of the new official rate, the 
decrees of March 1958 on exchange and import controls 
(see this News Survey, Vol. XI, p. 76) were abolished. 
Payments for imports and for other transactions have 
thus become free; the only restrictions remaining are in 
connection with the re-export of goods now to be 
imported with government subsidy. All import licenses 
for which irrevocable credits have been opened will 
remain valid at the former official rate of exchange. In 
a statement, the Prime Minister explained that the deci 
sion to establish the official rate at the prevailing free 
market rate was made after consultation with interna- 
tional financial experts who advised that a more appre- 
ciated rate for the riyal would have entailed continua- 
tion of the austerity policy that had been in effect since 
mid-1958. This was not considered justifiable in view 
of the success of the stabilization program initiated 18 
months ago. A government surplus, together with for- 
eign exchange profits, has made possible the repayment 
in full of the Government’s debt to the Saudi Arabian 
Monetary Agency (about SR 678 million). The Mone- 
tary Agency’s holdings of gold and transferable curren- 
cies amounted to the equivalent of US$186 million as of 
the end of 1959, compared with $24 million two years 
earlier, and represented 100 per cent cover for the cur- 
rency in circulation, against a cover of 14 per cent 18 
months previously. During this 18-month period, the 
riyal rate in the free market gradually appreciated from 
about SR 6.7 per U.S. dollar to SR 4.5. 


In accordance with a royal decree, the Saudi Arabian 
Monetary Agency will issue a new paper riyal to replace 
the “pilgrim receipts” now in circulation. It will be 
backed 100 per cent by gold or transferable currencies 
and will be divided into 20 qurush instead of 22 qurush, 
as at present. No date has yet been fixed for the intro- 
duction of the new paper currency; upon its introduc- 
tion, however, the Saudi Arabian gold sovereign will 
cease to be legal tender. 

The budget for the fiscal year 1960, which was 
announced by a royal decree dated December 30, 1959, 
provides for a surplus to be used for debt repayment; 
this provision is similar to that in the budget for fiscal 
1959 (see this News Survey, Vol. XI, p. 249). Based 
on the old official rate for the riyal (SR 3.75 per U.S. 
dollar), revenue is estimated at SR 1,405 million, 
expenditure at SR 1,335 million, and the surplus at 
SR 70 million. The comparable figures for fiscal 1959 
were SR 1,410 million, SR 1,280 million, and SR 130 
million. With the application of the new official rate 
(SR 4.50) to the Government’s foreign exchange re- 
ceipts, revenue in fiscal 1960 increases to SR 1,637.5 
million. The increase of SR 232.5 million will be allo- 
cated as follows: SR 35 million to cover the increase 
(resulting from the change in the exchange rate) in 
budgeted expenditure abroad; SR 42.5 million to cover 
a new state subsidy for basic consumption imports 
which had previously been imported at the old official 
rate; and SR 155 million to be added to the budget 
allocations for repayment of government debts. Thus, 
total funds allocated for debt retirement in the fiscal 
year 1960 amount to SR 225 million. Compared with 
last year’s budget, the distribution of revenue and ex- 
penditure does not indicate any major change, and the 
budget decree makes it clear that the tight control on 
finances introduced in the summer of 1958 will remain 
in force. 

Sources: International Monetary Fund, Press Release, 
Washington, D.C., January 15, 1960; Middle 
East Economic Digest, London, England, 
January 8, 1960. 


IBRD Borrowing from Deutsche Bundesbank 

The International Bank for Reconstruction and De- 
velopment (IBRD) has arranged to borrow DM 200 
million (approximately US$47.6 million) from the 
Deutsche Bundesbank. Under the loan agreement, the 
IBRD may, from time to time, prior to January 31, 
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1961 draw on the principal of the loan. As evidence 
of its indebtedness, the World Bank will issue to the 
Bundesbank 4% per cent notes due three years from 
the date of each drawing of principal. The proceeds of 
the borrowing will be fully convertible. 

This is the second borrowing of deutsche mark by 
the World Bank from the Bundesbank, an equal amount 
having been borrowed in 1958 (see this News Survey, 
Vol. XI, p. 1). The other World Bank borrowings of 
deutsche mark comprise a public issue of DM 200 mil- 
lion of 5 per cent 15-year bonds of the Bank on the 
German investment market in April 1959 (see this 
News Survey, Vol. XI, p. 315), and the private place- 
ment of DM 10 million (approximately $2.4 million) 
of notes with a European financial institution last Octo- 
ber....Giving. full effect to the present.transaction, the 
aggregate of World Bank note and bond issues denomi- 
nated in deutsche mark totals DM 610 million, equiv- 
alent to about $145 million. 


Source: International Bank for Reconstruction and 
Development, Press Release, 
D.C., January 20, 1960. 


IBRD Loan in Colombia 


The International Bank for Reconstruction and De- 
velopment on January 20 made a loan equivalent to 
US$17.6 million to Empresa de Energia Eléctrica de 
Bogota, in Colombia, an autonomous agency estab- 
lished by the Municipality of Bogota to provide electric 
power for the city and its surrounding area. Five pri- 
vate banks are participating in the loan, without the 
World Bank’s guarantee, for a total amount of $691,000 
representing the first three maturities and part of the 
fourth which fall due between May 15, 1963 and 
November 15, 1964. The participating banks are Con- 
tinental Illinois National Bank and Trust Company of 
Chicago, Brown Brothers Harriman & Co. of New 
York, Chemical Bank New York Trust Company, 
Girard Trust Corn Exchange Bank of Philadelphia, and 
Grace National Bank of New York. 


Washington, 


The total cost of the projects to be undertaken by 
Empresa is estimated at the equivalent of $30.4 million. 
The Bank’s loan will cover the foreign exchange require- 
ments; local currency requirements will be provided by 
Empresa from its own resources. 


The loan is for 25 years and bears interest of 6 per 
cent per annum, including the 1 per cent commission 
which is allocated to the Bank’s Special Reserve. Amor- 
tization will begin May 15, 1963. The loan is guaran- 
teed by the Republic of Colombia. 

Including this loan the Bank has made 15 loans, 
totaling $148.2 million, in Colombia for the develop- 


ment of electric power and agriculture and for highway 
and railroad expansion. 


Source: International Bank for Reconstruction and De 
velopment, Press Release, Washington, D.C., 
January 20, 1960. 


Europe 


U.K. Exchange Market 

Pressure on sterling was evident in early January 
when the pull of dear money caused the rate in New 
York and most continental centers to fall. The tightness 
of money in New York and most European countries 
not only caused some movement of short-term balances 
from London but led to increased utilization of London 
credit facilities by foreign banks and merchants, and 
there was a noticeable rise in the volume of foreign 
acceptances and cash credits. Subsidiaries of foreign 
firms in the United Kingdom also tended to remit 
profits more rapidly than usual in order to ease the 
stringency experienced by the parent companies in their 
domestic markets. Sterling was thus subjected to the 
leads and lags to be expected from the relative ease with 
which credit facilities could be mobilized in London 
compared with New York, Frankfurt, and Brussels. 

Since January 1, the Bank of England has ceased to 
quote official buying and selling rates for currencies 
other than the U.S. dollar. This is in line with the 
existing practice of most continental central banks and 
will have no effect on market rates. The limits hitherto 
quoted by the Bank since the coming into force of the 
European Monetary Agreement a year ago have in 
cases other than the U.S. dollar been the product of 
the Bank’s limits for the U.S. dollar and the corre- 
sponding dollar margins quoted for the European cur- 
rencies concerned. In effect, this meant that the mar- 
gin of permissible fluctuations for European currencies 
was about twice that for U.S. dollars. The effective 
range of fluctuations will continue unchanged. 


Source: The Economist, London, England, January 9, 
1960. 


Gold Imports of the United Kingdom 


During the first 11 months of 1959, gold imports 
by the United Kingdom from Russia amounted to 
7,292,000 ounces, valued at about £91 million. This 
was a substantial increase over the 6 million ounces 
estimated to have been imported during the entire year 
1958. Detailed figures of gold imports and exports 
became obtainable in 1959 for the first time. Messrs. 
Mocatta and Goldsmid in their annual circular point 
out that imports were very heavy in the first quarter of 
1959. Sales practically ceased during the summer, but 
revived again in October. Much of the gold coming on 
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the London market passes to buyers in other Western 
countries. In the past year, however, these imports 
were considerably larger than the amount of Russian 
gold dealt in on the London market. The explanation 
may be that some gold was sent directly to the Bank of 
England and that some may have been disposed of 
through the Paris market, where Russian sellers appear 
to have the benefit of special advantages. The general 
trend of international gold dealing in 1959, however, 
was toward and not away from London, which was 
enabled by the external convertibility of sterling to com- 
pete on equal terms. The London market's facilities 
were improved in March, when the market received 
permission to do forward business in gold without pre- 
vious reference to the Bank of England (see this News 
Survey, Vol. XI, p. 302). 

Source: The Economist, London, England, January 9, 

1960. 


Employment in the United Kingdom 

Civilian employment in the United Kingdom increased 
more than seasonally in November. More overtime was 
worked than in November 1958, and there was much 
less short-time working. Unemployment in the three 
weeks to December 7 showed a drop of almost 10,000, 
to just under 421,000, or 1.9 per cent of the working 
population. The increase in employment has not 
matched the increase in output. Over the first 11 
months of 1959, average employment hardly differed 
from that in the same months of 1958, whereas manu- 
facturing output increased by nearly 6 per cent. 
Source: The Economist, London, England, January 9, 

1960. 


Danish Foreign Exchange Reserves 

The net foreign exchange reserves of the Danish 
National Bank and commercial banks increased in 1959 
by DKr 382 million, to DKr 1,542 million at the end 
of the year; in 1958, the increase had amounted to 
DKr 808 million. The year 1959 was one of heavy 
official borrowing abroad, whereas no such borrowing 
took place in 1958, apart from credit received through 
the European Payments Union. Official loan transac- 
tions—drawings on loans, payments to the International 
Monetary Fund and the International Bank for Recon- 
struction and Development, and contractual repayments 
on foreign loans—resulted in a net capital outflow of 
DKr 53 million in 1959; the net outflow in 1958 was 
DKr 295 million. If these capital transactions are 
omitted, net foreign exchange receipts were DKr 1,103 
million in 1958 and DKr 435 million in 1959. The 
difference between these two figures roughly corre- 
sponds to the decline in the surplus on goods and serv- 
ices account in 1959. 
Source: Bérsen, Copenhagen, Denmark, January 5, 

1960. 


Export Guarantees in Denmark 


The Danish Minister of Trade has submitted a bill 
to the Folketing providing for the establishment of a 
trade and industry fund which will operate with a basic 
capital of DKr 200 million, to cover losses on export 
promotion measures, and a State guarantee for which 
the maximum is to be raised from DKr 1 billion to 
DKr 1.5 billion. This means that the State’s export 
credit guarantee will have been raised by DKr 1 billion 
within six months. The basic capital will be provided 
by the balance of DKr 200 million accumulated under 
the dollar premium system, which is now under liquida- 
tion (see this News Survey, Vol. XI, p. 280) and which 
may provide another DKr 20 million in the coming 
year. A special export credit council is to be set up, 
with its chairman and vice-chairman to be appointed 
by the Minister of Trade. It will include representa- 
tives of banks, trade, industry, agriculture, fisheries, 
handicrafts, and trade unions; in addition, the National 
Bank and the Ministries of Trade, Foreign Affairs, 
Finance, and Agriculture will be represented. The fund 
will provide guarantees against losses incurred as a 
result of the insolvency of a foreign buyer or failure 
to settle within a fixed period, probably six months. 
The guarantees will also cover losses resulting from 
political circumstances in the purchaser’s country. 
Provision is made in the bill for the utilization of up 
to DKr 6-7 million for export promotion measures in 
the form of advertising, exhibitions, and market re- 
search. 

Source: Bérsen, Copenhagen, Denmark, December 19, 
1959. 


Norwegian Budgets 

In the National Budget for 1960, the Norwegian 
Government states that economic growth at the begin- 
ning of the year is satisfactory and that economic policy 
will be aimed at continuing the current trend. It is not 
regarded as necessary at present to take any measures 
either to increase or to limit total demand. The deficit 
in the balance of payments on current account is esti- 
mated at NKr 570 million (US$80 million) for 1960, 
compared with NKr 640 million in 1959. Together 
with amortization of foreign debt, the total deficit to be 
financed will amount to NKr 920 million, more than 
half of which is expected to be covered by net foreign 
barrowing in connection with imports of ships. 

To develop the country’s resources and to utilize 
the production possibilities opened up by technical 
advances and by Norway’s membership in the European 
Free Trade Association, the Government will continue 
to aim at furthering rational investments and at main- 
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taining a high level of investment. The increase in pri- 
vate consumption is estimated at 3 per cent, and the 
increase in public civilian consumption at 3.5 per cent. 
The volume of both imports and exports is expected to 
rise considerably, and a 4.5 per cent increase in produc- 
tion is estimated. 


A substantial increase is expected in both private and 
public investment. Gross industrial investment will 
probably rise by 10 per cent. Larger dwelling units 
will be exempt from the building restrictions, and 
27,000 new dwelling units will probably be started. 
Gross investment in dwellings may thus be about 3 per 
cent higher than in 1959. The quota for industrial 
construction will be increased by 15 per cent. As of 
October 1, 1960, sales of automobiles will be free of 
regulations, resulting in a probable increase in invest- 
ment in transportation equipment. Investment in the 
merchant marine, on the other hand, may be 10 per 
cent less than in 1959. Deliveries of new ships from 
Norwegian and foreign shipyards in 1960 are esti- 
mated at NKr 2,470 million, compared with NKr 2,597 
million in 1959. 


The budget allows NKr 892 million for the lending 
activities of the state banks in 1960, NKr 154 million 
more than the final budget for 1959. The increase is 
due partly to a NKr 84 million loan for the Tunnsj¢ 
power station and partly to an increase in the budgets 
for the two housing banks. 


The value of exports of goods in 1960 is estimated 
at NKr 5,950 million, an increase of NKr 390 million, 
or 7 per cent, from 1959, resulting entirely from higher 
volume. The value of imports of goods is estimated at 
NKr 7,900 million—NKr 550 million, or 7.5 per cent, 
more than last year. The volume is expected to increase 
by 5 per cent, and average import prices by 2.5 per 
cent. The largest increases in the volume of imports 
will probably be in chemicals, manufactured goods, 
machinery, and transportation equipment. On the as- 
sumption of no changes in the freight market, a decrease 
of NKr 50 million, to NKr 3,000 million, in total net 
freight earnings is estimated for 1960. 


In the proposed Government Budget, which covers 
only the second half of 1960 since the fiscal year will 
be changed to coincide with the calendar year starting 
January 1, 1961, total expenditures are estimated at 
NKr 3,243.6 million, NKr 46.6 million more than half 
of the approved budget for 1959-60. Total revenue, 
including amortization, is estimated at NKr 2,999.3 
million; for the entire year 1959-60, revenue is esti- 
mated at NKr 5,880 million. On current account, the 
budget for the half year shows a surplus of NKr 342 
million, which more than covers the expenditures of 
government enterprises. Of the total deficit of 
NKr 244.3 million, NKr 60 million is for amortization 


of the debt to the European Payments Union and is 
covered by counterpart funds already set aside. The 
remainder, NKr 184.3 million, which will be covered 
by loans, includes NKr 76 million for power stations 
and transfer lines that are financed by loans from the 
International Bank for Reconstruction and Develop- 
ment. 


It is stated in the proposal that, because the budget 
covers only a half year, major changes have been post- 
poned, as far as possible, until the 1961 budget. How- 
ever, it is suggested that the special corporation tax on 
accumulation of reserve funds be abolished as of the 
income year 1959, and that certain excise taxes be 
reduced by 30-50 per cent, mainly because of the 
increased competition expected after the establishment 
of the Free Trade Association. On the other hand, 
substantial increases in railroad fares are suggested in 
order to reduce the deficit of the state-owned railroad 
system. 


Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, January 13, 1960. 


Swedish Discount Rate 

The discount rate of the Sveriges Riksbank was 
raised from 42 per cent to 5 per cent on January 15. 
Also, the commercial banks’ minimum liquidity ratios 
were increased by 5 per cent; for the largest banks, the 
minimum liquidity ratio was raised from 40 per cent 
to 45. 

These measures were taken, in the first place, to 
support the Government’s efforts to moderate economic 
activity. They are also intended to prepare the ground 
for forthcoming bond issues to finance the construction 
of dwellings and to consolidate the government debt. 
Furthermore, the increase in the discount rate appears 
to be related to changes in bank rates in other countries. 
Source: Svenska Dagbladet, Stockholm, Sweden, Janu- 

ary 15, 1960. 


Finland's Credit Situation in 1959-60 

In presenting the Annual Statement of the Bank of 
Finland on January 2, 1960, Dr. Klaus Waris, Gover- 
nor of the Bank, said that the past year in Finland was 
characterized by recovery from a recession which had 
lasted nearly two years. The growth of new productive 
capacity and new employment opportunities also re- 
ceived a good start in 1959. This was largely due to 
firmer export demand and to the fact that exporters, 
anticipating a revival of demand, had launched new 
large investments even during the recession. 


As a whole, the present expansion program of indus- 
try appears to be based on realistic price and demand 
forecasts in a competitive market, and its financing is 
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probably on a sounder basis than ever before during the 
postwar period. The increasing rate of saving by the 
public and the consequent easing of the credit market 
have been a decisive factor in the growth of both pro- 
ductive investments and building activity. A prerequi- 
site for this capital formation has, in turn, been relative 
stability in the value of money. 

By their very nature, the boom conditions may never- 
theless undermine monetary stability, and thus the task 
of safeguarding continuing economic growth together 
with a stable value of money requires much attention. 
The main problem for the monetary authorities in these 
conditions is the maintenance of sufficient domestic and 
international liquidity, not only for the central bank 
itself but for the banking system as a whole. In this 
respect, the main weapon available to the Bank of 
Finland is the control of credit. 


In the present phase of the boom, the external 
liquidity of Finland can be regarded as satisfactory. 
Although a surplus in the balance of merchandise trade 
in 1959 was not to be expected, the balance of pay- 
ments has, nevertheless, thanks to freight and other 
similar earnings on invisibles, remained in surplus. 
The gold and foreign exchange reserve of the Bank of 
Finland increased last year by Fmk 15.5 billion, against 
Fmk 19.1 billion in 1958. As foreign trade in the 
bilateral sector was markedly better balanced than in 
earlier years, and there was even some reduction of 
bilateral assets, the reserves of convertible currencies 
increased by Fmk 18.5 billion, or by more than the total 
increase of reserves, and even more than in 1958. 
Holdings of gold and convertible currencies now amount 
to Fmk 58.1 billion, or about 82 per cent of the total 
foreign exchange reserve, while this proportion a year 
ago was 71 per cent. 

An unusually large number of foreign credits were 
contracted during 1959 for the purpose of increasing 
productive investments. New foreign credits obtained 
by the Bank of Finland subsidiary, Mortgage Bank of 
Finland Oy, amount to nearly $50 million, which is 
more than the foreign credits obtained in any previous 
year for the financing of fixed industrial projects. So 
far, a relatively small proportion of these new credits 
has been disbursed, while there were in 1959 fairly 
large repayments of earlier loans, e.g., amortization of 
the entire $10 million gold loan granted in 1954 by 
the U.S.S.R. The total external debt of Finland, which 
had increased in 1958 by more than Fmk 2 billion, 
diminished in 1959 by roughly the same amount. Nor- 
mal trade credits obtained by importers have probably 
grown since the Bank of Finland, which earlier had 
required that payment for numerous import goods be 
made before customs clearance, eased the restrictions 


concerning these payments last autumn. Moreover, 
export sales of sawn timber for shipment during the 
spring and summer of 1960 have been much larger 
than at ithe same time a year ago, and this has resulted 
in larger foreign advances to Finnish exporters. These 
factors have probably tended to increase the foreign 
exchange reserve even more than the decrease in long- 
term foreign debt has diminished it. 

Parallel with the increase in the foreign exchange 
reserve, the commercial banks have considerably in- 
creased their liquidity; since last summer, most banks 
have only exceptionally needed rediscounts at the Bank 
of Finland. At the end of the year, rediscounts were 
Fmk 4.7 billion, against Fmk 18.7 billion at the end 
of 1958. In their checking accounts in the Bank of 
Finland, however, the banks had Fmk 2.4 billion more 
than a year earlier. As the boom develops, the target 
of the central bank is to achieve a state of affairs in 
which the banks would not only free themselves entirely 
of rediscounts, but would also even further improve 
their liquidity by investing in liquid assets a portion of 
their increased deposits, in anticipation of later credit 
demands or a slowing down of the present unusually 
strong development of deposits. To induce the banks 
to follow such a policy, the Bank of Finland, at the 
turn of the year, reduced the limits up to which the 
commercial banks may rediscount bills at the central 
bank without a penalty interest rate (see this News 
Survey, Vol. XII, p. 208). An increase in minimum 
cash reserve requirements would be a much more 
appropriate and effective weapon in this situation, if 
this were available to the monetary authorities in 
Finland. 

The direct lending of the Bank of Finland to its 
private customers has also been reduced, mainly by 
persuading other credit institutions to take over these 
credit requirements, as the money market eased. More- 
over, only part of the credit granted has actually been 
used, owing to the general business liquidity. At the 
end of 1959 the Bank of Finland held only Fmk 3.9 
billion of discounted domestic markka bills, whereas 
the corresponding figure a year earlier had been 
Fmk 8.8 billion. 


Source: Bank of Finland. 


Liberalization of Portugal's Dollar Imports 

The Portuguese Government has announced that as 
from January 11 the same trade facilities will be granted 
unilatetally by Portugal to the United States and Can- 
ada as are granted multilaterally among the OEEC 
countries. The United States and Canada will therefore 
enjoy the lists of liberalization used with the OEEC 
countries, which cover more than 90 per cent of Portu- 
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gal’s imports. However, the lists of liberalized imports 
will not be identical, because of U.S. policy in some 
sectors of production, particularly agriculture and raw 
materials. 


Source: Newsletter from Portugal, New York, N.Y.., 
January 14, 1960. 


Federal Loan in Germany 

The federal loan syndicate in Germany, with 
Mr. Karl Blessing, President of the Deutsche Bundes- 
bank, as Chairman, decided on January 4 to issue a 
federal loan of DM 500 million with interest at 6 per 
cent. The maturity of the loan is 15 years and the 
issue price 98; thus, the average yield will amount to 
6.36 per cent. It was announced that the loan, which 
has been subscribed in full by the federal loan syndi- 
cate, would be offered for public subscription from 
January 14 to January 20. 


The conditions of the loan have confirmed that the 
federal loan syndicate now officially recognizes that 
the cost of long-term capital in Germany is more than 
6 per cent, and not far short of 6.5 per cent. Only a few 
months ago, the syndicate decided to issue a 542 per 
cent loan of DM 300 million at 962, giving an aver- 
age yield of 6.12 per cent (see this News Survey, 
Vol. XII, p. 153); the lower nominal rate of interest 
was accepted then because it was expected that the rise 
in interest rates would prove only temporary. 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, January 5, 1960. 


Middle East 
Exchange Rates in Egypt (U.A.R.) 


Effective January 5, 1960, outgoing payments in 
transferable currencies for imports and most invisibles 
will be made in the Egyptian Region of the United 
Arab Republic at a rate involving a foreign exchange 
premium of 20 per cent instead of the premium of 27.5 
per cent effective since September 1, 1959 (see this 
News Survey, Vol. XI, p. 94). As formerly, a foreign 
exchange premium of 27.5 per cent will be applied to 
incoming payments for invisibles, and varying pre- 
miums to most exports. The cost of the rate differen- 
tial will continue to be borne by the Government. The 
reduction in the foreign exchange premium will result 
in a decline in domestic prices of basic consumption 
imports as well as of imported raw materials and spare 
parts used by local industry. 


With recent improvements in international cotton 
prices, the foreign exchange premium granted to cotton 
exporters has gradually been reduced; on December 21, 
1959 it was 23.5 per cent (equivalent to a discount of 
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19 per cent on the Egyptian pound). The foreign 

exchange premium for cotton exports was initially fixed 

at 29.03 per cent (equivalent to a discount of 22.5 

per cent) last September. 

Sources: Al Ahram Economique, January 1, 1960, and 
Al Ahram, January 5, 1960, Cairo, Egypt. 


Far East 
India’s Program for Fertilizer Imports 


Under a recent arrangement sponsored by the U.S. 
Government, India will import from France about 
50,000 tons of fertilizer, valued at US$2 million. Pay- 
ment will be made in French currency by drawing on 
U.S. counterpart funds arising from the sale of surplus 
agricultural products supplied to France under .U.S. 
Public Law 480, while the Government of India will 
pay an equivalent amount in rupees into the U.S. rupee 
account held in India. India ulso expects to import 
220,000 tons of fertilizer valued at Rs 60 million ($13 
million) from the Federal Republic of Germany and 
other Western European countries. This will be paid 
for in foreign exchange. The program envisages total 
imports of 270,000 tons; domestic production is cur- 
rently 550,000 tons per annum. In 1959, India’s fer- 
tilizer requirements amounted to 1.5 million tons. Ef- 
forts are also being made to import fertilizer from 
various European countries on a barter basis. 

Source: The Times of India, Bombay, India, Janu- 
ary 7, 1960. 


Rice Agreement Between Thailand and Indonesia 

A three-year agreement signed in November 1959 
between Thailand and Indonesia provides for rice ex- 
ports from Thailand to Indonesia of between 100,000 
and 150,000 tons of rice a year. This agreement covers 
the purchase of 100,000 tons of Thai rice by Indonesia 
during the last quarter of 1959. The rice will consist 
of a special mixed grade which Indonesia has been 
buying from Thailand in the recent past. A standard 
price of £32 per ton was set in the agreement, subject 
to modifications in accordance with world price fluc- 
tuations. 
Source: The Bangkok Post, Bangkok, Thailand, No- 

vember 18, 1959. 


Thai Government Budget for 1960 


The Thai Government budget for 1960, approved 
by the Constituent Assembly in November 1959, pro- 
vides for estimated government revenues of B 6.54 
billion and expenditures of B 7.70 billion; the original 
budget estimates in 1959 were B 5.95 billion for rev- 
enues and B 7.19 billion for expenditures, As in 1959, 
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a large part of the anticipated deficit of B 1.16 billion 
is expected to be met by internal borrowing. 

Tax revenue is expected to account for some 92 per 
cent of total revenues in 1960; most of the remainder 
will come from the earnings of state trading enterprises 
and contributions by autonomous government enter- 
prises. The yield of both the personal and the corpo- 
ration income taxes is expected to be somewhat larger 
than in 1959, primarily because of a revision of the tax 
schedules. The total return from both will, however, 
continue to be small, about 8 per cent of total rev- 
enues. Receipts from the rice export premium are 
expected to decline, from B 910 million in 1959 to 
B 829 million, but all other tax revenues will increase, 
by about B 700 million, to B 4,700 million. 

Of the total ‘budget appropriations for 1960, 21 per 
cent is allocated to economic purposes, 26 per cent to 
education, health, and social services, 17 per cent to 
external and internal security, 20 per cent to general 
administration, and 16 per cent to loan repayment and 
servicing. 

Sources: The Bangkok Post, Bangkok, Thailand, Octo- 
ber 30 and November 5, 1959. 


Loan-Raising Facilities for Alien Concerns in Malaya 

The Minister of Finance of the Federation of Malaya 
has announced that foreign companies operating in 
Malaya will be permitted to raise loans in the Federa- 
tion provided they bring to the country a reasonable 
proportion of their initial capital. Foreign companies 
wishing to borrow locally should apply to the Assistant 
Controller of Foreign Exchange. Applications will be 
considered on an individual basis, and due regard will 
be paid to the value to the Federation’s economy of 
the industry concerned. 


Source: The Financial Times, London, England, De- 
cember 29, 1959. 


Rice Exports from Viet-Nam 


Viet-Nam’s rice exports in the first ten months of 
1959 amounted to 196,400 tons, which was 78 per cent 
more than in the corresponding period of 1958. France 
and its overseas territories again took the largest part 
of the total, 45 per cent, followed by Hong Kong, 22 
per cent, Malaya, 13 per cent, Ceylon, 9 per cent, 
South Africa, 5 per cent, and Japan, 3 per cent. Con- 
tracts outstanding at mid-December called for the ship- 
ment of 26,500 tons to Madagascar and of 15,000 tons 
to Indonesia before December 31, 1959. Indonesia 
will receive 35,000 tons of rice from Viet-Nam during 
the first quarter of 1960. 


Source: Far Eastern Economic Review, Hong Kong, 
December 17, 1959. 


Japanese Plans for Relaxation of Exchange Restrictions 

According to the Japanese Finance Minister, the 
Government will carry out, in the next few months, a 
series of measures to liberalize exchange controls. 
[hese measures include the establishment of transfer- 
able yen accounts for exchange belonging to nonresi- 
dents, the authorization of trade firms to hold foreign 
exchange, the relaxation of restrictions on overseas 
investment and remittances pertaining thereto, and 
the easing of restrictions on the use of foreign exchange 
by Japanese businessmen operating abroad. The Finance 
Minister also said that he hoped to introduce the yen 
as a means of settling foreign trade payments at the 
earliest possible date. 

On the subject of foreign capital, the Finance Min- 
ister said that the Government wished to facilitate and 
expand the inflow of foreign capital, particularly from 
the United States. However, it would make sure that 
such an inflow did not disturb small enterprises in 
Japan. 

At a meeting of economic ministers on December 26, 
1959, it was decided that restrictions on the import of 
textile raw materials would be removed, effective 
April 1961. From that date, raw cotton and raw wool 
will be made importable under the automatic approval 
system. Subsequent to this measure, raw materials for 
chemical fibers will be made importable under this 
system as early as practicable. 

Sources: Bank of Tokyo, Weekly Review, Tokyo, Ja- 
pan, January 11, 1960; The Journal of Com- 
merce, New York, N.Y., January 19, 1960. 


Wholesale Prices in Japan 

Wholesale prices in Japan declined by 0.2 per cent 
in December 1959, the first decline in six months. 
Prices showed an upward trend during the year 1959 
as a whole, the net increase amounting to 4.2 per cent. 
Prices of textiles, metals, and building materials rose 
more than the average for wholesale prices. 


Source: Bank of Tokyo, Weekly Review, Tokyo, Ja- 
pan, January 11, 1960. 


Increase in Petroleum Prices in Indonesia 


Effective January 1, the Indonesian Government 
fixed higher retail prices for various petroleum products. 
The percentage increases of the various new prices 
over the former prices are as follows: petrol, 89; kero- 
sene, 61; gas oil, 85; industrial diesel oil, 100; fuel oil, 
113; and aviation gas, 6. The new prices include the 
sales tax but not the transportation costs from the main 
harbors to other parts of the country; these costs have 
to be added to the fixed prices. Simultaneously with 
the announcement of these price increases, the Gov- 
ernment issued orders prohibiting the transport com- 
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panies from raising transportation charges or passenger 
fares without permission from the Ministry of Trade. 


Source: Indonesian Observer, 
January 4, 1960. 


Djakarta, Indonesia, 


United States 
U.S. Budget for Fiscal Year 1961 


In his budget message to the Congress on January 18, 
President Eisenhower proposed expenditures of $79.8 
billion for the fiscal year 1961 and estimated revenues 
of $84 billion; thus a surplus of $4.2 billion is indi- 
cated. Expenditures would be $1.4 billion, or about 
2 per cent, above the present estimate for fiscal 1960. 
Spending for major national security programs (ac- 
counting for almost 60 per cent of total expenditures) 
would be slightly less than in the current fiscal year, 
owing largely to reductions in aircraft procurement and 
in construction. Expenditures for international affairs 
and finance would rise somewhat, because of larger dis- 
bursements by the Development Loan Fund under prior 
commitments. The greatest increase, from $5.1 billion 
to $5.6 billion, is expected in spending for agricultural 
programs as a result of higher outlays for price sup- 
ports. This estimate reflects the large crops of 1958 
and 1959 and assumes that yields on price-supported 
crops for the 1960 crop year will bei line with recent 
Interest payments on the public debt, the 
second largest item in the budget, are expected to be 
$9.6 billion in fiscal 1961, compared with $9.4 billion 
in fiscal 1960. The rise in market interest rates has 
required the Treasury to pay higher interest on securi- 
ties issued to refinance a heavy volume of maturing 
obligations. The President asks the Congress to lift 
the present legal ceiling of 4% per cent on interest 
rates on government obligations with a maturity of 
more than five years, in order to shift some debt 
financing to the longer term market. 


averages. 


Estimated budget receipts of $84 billion for fiscal 
1961 assume a high and rising level of economic activ- 
ity during the present year. The revenue estimate is 
consistent with an increase in the gross national prod- 
uct from about $480 billion in the calendar year 1959 
to about $510 billion in calendar 1960. The estimate 
depends, in part, upon the extension of present corpo- 
rate profits and excise tax rates, scheduled for expira- 
tion or reduction on June 30, 1960, and in part upon 
higher postal rates and aviation fuel taxes. If realized, 
budget receipts would be $5.4 billion, or some 7 per 
cent, higher than those presently estimated for the 
fiscal year 1960. 


Source: The Budget of the United States Government 
for the Fiscal Year Ending June 30, 196], 
Washington, D.C., 1960. 


Production and Employment in the United States 

The seasonally adjusted index of industrial produc- 
tion in the United States rose 9 points in December, to 
165 per cent of the 1947-49 average, only one point 
below the index for both May and June, prior to the 
steel strike. The rise reflected the resumption of steel 
mill operations, increases in coal and iron ore output, 
and a rise in durable goods output, particularly auto- 
mobiles. 

Seasonally adjusted nonfarm employment rose by 
286,000 in December, to 52.5 million, also close to the 
figure prior to the steel strike. Unemployment, at 3.6 
million, was unchanged, in contrast to the usual in- 
crease in December, and the seasonally adjusted rate 
of unemployment fell to 5.2 per cent of the labor force 
from 5.6 per cent in November. 

Source: Board of Governors of the Federal Reserve 
System, Press Release, Washington, D.C., Jan- 
uary 15, 1960. 


Latin America 
Uruguay's Exchange Policy 


A bill embodying a far-reaching exchange reform 
was passed by the Uruguayan legislature in Decem- 
ber 1959. The reform provides for a unitary free 
exchange market and the liberalization of imports. 
However, export and import surcharges will, to a cer- 
tain extent, replace the multiple exchange rates. 
Source: The Chase Manhattan Bank, Latin-American 

Business Highlights, New York, N.Y., Fourth 
Quarter 1959. 





Fund Alternate Executive Director 

Dr. I-Shuan Sun, personal secretary to President 
Chiang Kai-shek and professor of economics at the 
National Cheng-chi University, has been appointed 
Alternate Executive Director of the Fund for China, in 
succession to Mr. Ching-Yao Hsieh, whose resignation 
became effective December 31, 1959. 
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